20 
ap U 
Q 
W 
U 
{ 
le 
Y 
: 
3 


4 annual report 


This flag has been adopted as the emblem of 
Grace enterprises. Based on the traditional 
Housz F tac, which flies 

from the mainmasts of Grace ships, it 

has been selected as W. R. Grace & Co.’s 
“Symbol of Service Throughout the World”. 
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Flighlights 


Years Ended Dec. 31, 1954 


19:53) 


Sales and Operating Revenues 
Net Income $ 14,794,326 


Per share of common stock based on 
average number of shares outstanding $ 3.50 
Preferred Dividends Paid $ 960,000 


Common Dividends Paid $ 6,473,299 


Per share—at rate of $ 1.75 
Net Working Capital $112,206,211 
Ratio of Current Assets to Current Liabilities 2.5 to 1 
Fixed Assets, Less Depreciation $130,776,657 
Stockholders Equity $179,960,386 
Number of Common Shares Outstanding 4,119,493 


Number of Common Stockholders 13,697 


$413,401,905 


$330,979,665 
$ 12,585,688 


$ 3.27 
$ 960,000 
$ 5,404,151 
$ 1.75 
$113,489,590 
2.6 to 1 
$111,034,389 
$159,133,638 
3,667,580 


9,876 


To Our 
Stockholders 


April 20, 1955 


REVIEW OF THE YEAR 


Tue year 1954 concluded the first and opened 
the second century of your Company’s business 
life. It was also a significant year of growth in 
the Company’s history largely because of the 
mergers with two major chemical companies, The 
Davison Chemical Corporation and Dewey and 
Almy Chemical Company. 


These additions to the Grace Organization 
plus the Grace Chemical Company, whose new 
$20,000,000 plant at Memphis, Tennessee, be- 
gan production of anhydrous ammonia at the end 
of the year, completed the first stage of your 
Company’s chemical development program. 


Thus, while continuing in its role as an inter- 
national industrial and trading concern, W. R. 
Grace & Co. is now firmly established in the 
growing United States chemical industry. The 
net fixed assets represented by the Company's 
chemical properties equaled $71,000,000 at the 
1954 year-end. This amounts to 54.4% of our 
total net fixed assets. At the same time, there 
has been no lessening of the traditional activities 
of the Grace Organization in Latin America, an 
area in which we are consistently making sub- 
stantial new investments in diversified fields. 


An equally important trend has been the con- 
tinued transition of W. R. Grace & Co. from a 
relatively closely-held concern to a publicly-owned 
corporation with a broad distribution of its stock, 
which is now in the hands of more than 13,500 
stockholders. We take this opportunity to express 
our cordial welcome to these new owners of 
shares in the business. 


EARNINGS AND DIVIDENDS 

Consolidated net income, after all charges 
including taxes and including the net income 
of Dewey and Almy for the full year, was 
$14,794,326 in 1954, an increase of $2,208,638 
over 1953, when consolidated net income, re- 
stated to a comparable basis, was $12,585,688. 
These earnings, based on the average number of 
common shares of W. R. Grace & Co. and Dewey 
and Almy in each year after necessary elimina- 
tions and after deduction of dividends on pre- 
ferred stock, amounted to $3.50 per share of com- 
mon stock in 1954 compared with $3.27 per share 
in 1953. On a similar basis, and including the 
equity in earnings in excess of dividends received 
from non-consolidated subsidiaries and 50%- 
owned companies, total earnings for the year 
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3.95 per common share as com- 
1 in 1953. 


amounted to § 


pared with $: 


473,299 were paid 


on outstanding shares of common stock during 


Cash dividends totaling $ 


the year. Of this amount $5,934,386 was paid 
by W. R. Grace & Co. and $538,913 by Dewey 
and Almy. Payments by the Company were at 
the rate of $1.75 a share, comprised of the four 
regular quarterly dividends of 40¢ a share and 
an extra dividend, paid in December, of 15¢ a 
share, the same as in 1953. 

On February 17, 1955, the Board of Directors 
increased the regular quarterly dividend rate on 
the common stock to 50¢ per share. 


REVIEW OF THE YEAR 


W. G. Holloway, Chairman of the Board, 
and J. Peter Grace, President, took part in 
the dedication program of the new Grace 
Chemical Company plant at Memphis, Tenn- 
essee, on January 6, 1955. 


Further details of the basis of consolidation fol- 
lowed with respect to the Dewey and Almy 
Chemical Company merger may be found in the 
Notes to the Financial Statements contained in 


this Report. 


CHEMICAL OPERATIONS 


The Davison Chemical Corporation brings into 
our Company the world’s largest producer of 
synthetic petroleum cracking catalysts and silica 
gels and a leading manufacturer of superphos- 
phates and mixed fertilizers. 

Dewey and Almy Chemical Company is well 
known as a major producer of container sealing 
compounds, cryovac plastic bags for frozen 
and refrigerated foodstuffs, battery separators, 
and many other industrial products based on 
synthetic organic chemicals. 

With the merger of these two fine companies, 
we acquired top chemical management and out- 
standing research personnel and facilities. To- 
gether, they operate a total of 28 plants in the 
United States and 7 abroad. 

Our overall results for the year reflected in- 
creased earnings accruing from these two Divi- 
sions. Dewey and Almy’s sales and earnings were 
up substantially over 1953 levels and final figures 
showed profits nearly double those of the pre- 
vious year. The Davison Division also showed 
improved earnings over 1953. Grace Chemical 
Company's pre-operating and development ex- 
penses of over $2,000,000 were absorbed in 1954's 


consolidated net income. 
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FOREIGN OPERATIONS 


Grace’s position in industrial and trading ac- 


tivities in Latin America was well maintained 


during 1954. The extensive modernization pro- 
gram in our textile mills, on our sugar estates, 
and in our other industrial establishments was re- 
flected in greater efficiency and production. The 
increasing industrialization and drive for a higher ’ 
standard of living which is distinguishing the 
Latin American economies resulted in higher 
sales volumes and better profits in most countries 


in which we operate. The year’s results amply 


justified the steadfast faith which we have main- 
tained in the countries in which our organization 


first saw its greatest growth. 


wr 


Panagra (Pan American-Grace Airways, Inc.) 
also had near-record earnings in 1954. The ever- Charles E, Wilson, Chairman of the Executive Committee, was in charge 


: : é s& a of the first Company-wide management meeting, held in December. 
increasing popularity of the airline with both 


tourist passengers and business travelers is a 


source of great satisfaction. 


Distribution and Growth 
of Net Fixed Assets 


Adjusted to include Dewey and Almy for entire period. 
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REVIEW OF THE YEAR 


STEAMSHIP OPERATIONS 

Grace Line results during 1954 were generally 
favorable, although a prolonged jurisdictional 
strike on the New York waterfront adversely af- 
fected earnings. Prospects for labor peace in this 
area were greatly enhanced with the recent sign- 
ing of a two-year contract with the longshore- 
men’s union in New York, During 1954 Gulf & 
South American Steamship Co. had freight rev- 
enues 5% above the previous year. 


GENERAL BUSINESS 
Two of our principal domestic interests out- 
side of the chemical field—banking and outdoor 
advertising—enjoyed the best earnings of their 
histories: Grace National Bank had a record 
year as did Foster and Kleiser Company. 


Millions of Dollars 
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MANAGEMENT 


With the substantial enlargement of Company 
activities, a top-level management survey was 
undertaken for the purpose of smoothly inte- 
grating major new units into W. R. Grace & Co. 
As a result of this study, conducted by your man- 
agement with the assistance of a professional 
management consultant, a new table of organiza- 
tion was adopted. Briefly described, this divides 
the entire organization into four operating groups 
and one staff group reporting to the President 
as the chief executive officer. The senior officer 
of the Organization continues to be the Chair- 
man of the Board and in his absence his duties 
will be exercised by the Chairman of the Execu- 
tive Committee. These two officials, plus the 
President, constitute the Executive Committee. 

The four operating groups are Chemical, For- 
eign, Steamship, and General Business. The Staff 
Group is concerned with finance and administra- 
tive controls. The Group Executives, together 
with the Chairman of the Board and the Chair- 
man of the Executive Committee, constitute the 
President's Advisory Committee. 

The new table of organization was introduced 
at the first Company-wide management meet- 
ing in the history of W. R. Grace & Co., held at 
Boca Raton, Florida, on December 7-9. This 
meeting brought together the executives of the 
new Divisions which have joined Grace and ac- 
quainted them with other leaders of the organiza- 
tion from North and South America. We feel 
that the meeting was a most useful and progres- 
sive step in the all-important field of integrating 
the management of today’s W. R. Grace & Co. 


THE BOARD OF DIRECTORS 
As a result of your Company’s expansion, five 
new directors joined our Board in 1954. They 
were Messrs. Chester F. Hockley, Marlin G. 
Geiger, Hugh S. Ferguson, James J. Minot, and 
Philip L. Reed. Mr, Hockley was formerly 
Chairman of the Board of The Davison Chemical 


Corporation and Mr. Geiger was President of 
that corporation. Mr. Hockley continues to serve 
as Chairman of the Advisory Board of the Davi- 
son Chemical Company Division. Mr. Geiger, 
who serves as President of the Davison Division, 
was also elected a Vice President of W. R. Grace 
& Co. Messrs. Ferguson, Minot, and Reed were 
directors of Dewey and Almy Chemical Com- 
pany. Mr. Ferguson was President of Dewey and 
Almy Chemical Company and continues as Presi- 
dent of that Division, He also was elected a 
Vice President of W. R. Grace & Co. Mr. Minot 
is a partner of Paine, Webber, Jackson & Curtis. 
Mr. Reed was one of the original directors of 
Dewey and Almy Chemical Company and had 
served continuously on its Board since 1919. 


It is with great regret that we record the death 
on August 9, 1954, of Adolf Garni, a Director of 
the Company and former Vice Chairman of the 
Board. During his long and productive career 
with the Grace Organization, Mr. Garni earned 
an outstanding reputation in business circles of 


both North and South America. 


EMPLOYEE RELATIONS 
The fundamental factor in the healthy growth 
of W. R. Grace & Co. in its century of business 
life has been the loyalty and dedication of 
thousands of Grace men and women in the 
United States and the countries of Latin America. 


The year 1954 was truly distinguished by un- 
selfish service on the part of all Grace personnel, 
for which we express our sincere appreciation. 
We also take this opportunity to welcome into 
the organization the skilled people who make up 
the personnel of the new chemical units which 
have entered the Grace business family during 
the year. 
OUTLOOK FOR 1955 

The continuation of the favorable economic 
conditions in the United States can be regarded 
as particularly encouraging with respect to the 
businesses of the Davison and Dewey and Almy 
Divisions. In addition, Grace Chemical Com- 
pany will make its initial contribution to the 
organization’s revenues in 1955. 

Economic conditions in Latin America will 
undoubtedly vary from country to country. On 
the whole, however, the Latin American economy 
is on the upgrade and we look forward to con- 
tinued profitable results in this very import- 
ant field of our operations. More stable condi- 
tions in ocean transportation and a sustained rise 
in the level of business activity in Latin America 
should mean a heavier movement of freight and 
passenger traffic which will be reflected in in- 
creased revenues from our transportation interests. 

Your management’s market research and eco- 
nomic surveys, supported by many independent 
economic indicators, substantiate our belief that 
1955 should show satisfactory revenues and earn- 
ings in both our domestic and foreign operations. 


By Order of the Board of Directors 


CHAIRMAN 


hen 


PRESIDENT 
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Diversification, profit—tested for 100 yeand, 


W. R. Grace & Co.’s CENTENNIAL YEAR saw the firm reach 
a prominent position in the rapidly growing field of chem- 
istry. The Davison Chemical Company Division and Grace 
Chemical Company produce chemicals highly essential to 
both industry and agriculture. Dewey and Almy Division 
manufactures a wide variety of products with hundreds 
of industrial applications. 


Grace’s chemical operations represent the Company’s 
largest investment in any one field—more than 54% of our 
total net fixed assets. While mainly concentrated in the 
United States, our chemical manufacturing and processing 
activities include production facilities in South America, 
Europe, Canada, and Australia. 

The chemical industry has experienced tremendous 
growth in the past quarter of a century. Yet the future 
may very well make the record of the past look small by 


WILLIAM RUSSELL GRACE comparison. We expect that our chemical operations will 
: make an ever-increasing contribution to the Company’s 
Founder, Seniar Partner, President sales and earnings in coming years. 
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va Lae ne sete, : Home of “The House of Grace” in Callao, Peru, photo- 
A leader of 7ate sour age and vision, his graphed in 1866. Here an Irish immigrant, William 
pioneering spirit has been carried on through Russell Grace, made his start in the world of business first 
the generations. Today the new frontier as an employee, then as a partner in the ship chandlery 


¢ : ; = fi f John B: & Co. which 
is the growing chemical industry. ane ras ee eee ee 
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has led Grace inta the manufacure of 
CHEMICALS 


GRACE CHEMICAL COMPANY 


AMMONIA PRODUCTION of Grace Chemical Company began on December 21, 
1954, and since that date the plant has proved its ability to exceed its rated 
productive capacity. The manufacture of urea began this year. 

During the year construction of pipelines to neighboring plants of E. I. duPont 
de Nemours & Co. (Inc.) and the Cardox Corporation was started. These pipe- 
lines will deliver nitrogen, hydrogen, and carbon dioxide under long-term sales 
contracts. 


Ammonia, one of the oldest and most versatile of chemicals, is one of the basic 


raw materials in numerous industries. It is essential in the manufacture of today’s | & I 
new synthetic fibers—Nylon, Orlon, and Dacron; in the production of explosives; = 


and as a component of rocket fuels for guided missiles. 


Assistant Secretary of Commerce 
Urea, too, has many varied applications in such industries as plastics, furni- Samuel W. Anderson spoke at 


a the dedication ceremonies held 
ture, paper, and textiles. at the Grace Chemical Company 


plant at Memphis. 


Framed in a network of huge pipes is the 20-story prilling tower of Grace Chemical 
Company’s anhydrous ammonia-urea plant which went “on stream” in 1954. 


Industrial Chemicals 


The uses of urea and ammonia in agriculture are even more important, The 
future well-being of our nation depends on an ever-larger supply of food in view 
of our rapidly increasing population. To reach this goal, today’s farmers are 
steadily increasing their use of fertilizers in the soil and are adding chemicals to 
cattle feed. To help meet this growing market, Grace Chemical Company produces 
agricultural chemicals in three forms—urea fertilizer compounds, urea feed com- 
pounds, and anhydrous ammonia. 


THE DAVISON CHEMICAL COMPANY DIVISION 


ALL THE PROPERTIES, assets, and business of The Davison Chemical Corporation, 
majority control of which had been previously owned by Grace, were fully ac- 
quired by merger in 1954. After the merger, the operations of the Thurston 
Chemical Division and the Naco Fertilizer Company (W. Va.), a wholly owned 
subsidiary, were consolidated with the Davison Division. 


Net sales for the Division showed an overall increase of 7% in 1954 over 
1953. The gain was achieved through a 9% increase in industrial chemicals, 
18% in superphosphates and phosphate rock, and 4% in mixed fertilizers. The 
growth in industrial chemical volume was attributable primarily to expanded 
catalyst production facilities. Sales of superphosphates and phosphate rock 
increased substantially with the opening of Davison’s new triple superphosphate 
plant, with an annual capacity of 200,000 tons, at Bartow, Florida. Net income 
before taxes in 1954 amounted to $5,845,601 compared with $5,285,838 in 1953. 

The Division holds a leading position in the supply of fluid synthetic 
petroleum cracking catalysts, a field which is growing rapidly as demand in- 
creases for the higher quality gasolines. Davison is similarly well established 


Since 1832 the name “Davison” has been identified with production of high-quality 
chemicals. Today, the Davison Division is an acknowledged leader in the production 
of cracking and reforming catalysts, superphosphate, silica gels, and other chemical 
products essential to modern industry and agriculture. 


... where Grate has established iteelf as a major 


producer af essential chemicals. 


in the manufacture of petroleum reforming catalysts, and its custom catalyst 


plant at Baltimore produces a broad range of catalysts to the specifications of 
other chemical processors. 


Another industrial chemical in which Davison is a leader is silica gel. It has 
multiple uses, particularly as a packaging desiccant; as a refrigeration desiccant; 
for dehydration of air, gases (including natural gas), and electric cable splices; 
as an additive to paint and varnish products; and for selective absorption of 
chemical compounds. 


Silicofluorides, derived as co-products of superphosphate manufacture, have 
diversified industrial applications including fluoridation of water supplies. 


Davison continues as a major producer of sulphuric acid, much of which 
goes into the Division’s own operations, such as the processing of phosphate 
rock into normal or triple superphosphate. In Florida, Davison has long-term 
phosphate rock reserves and facilities for processing the rock. The Division 
produces both phosphates and mixed fertilizers, not only in the familiar ground 
form, but also in the granulated form for which there is an increasing demand. 
The Division pioneered large scale output of the granulated product and has 
developed an improved process for its manufacture. 


Davison’s leadership in both industrial and agricultural chemicals is firmly 
rooted in an intensive and consistent program of technical and marketing re- 
search. Every phase of the Division’s major manufacturing fields—catalysis, phos- The Seed of Progress 
phate fertilizers, and silica—is continuously under scientific study, supplemented 
by basic research in new fields. 


Research— 


Davison’s research and development activities are centered in Baltimore for 
close cooperation with operations and marketing. The increasing contribution 


As consumption of high-octane gasolines mounts steadily the world’s petroleum refineries 
require increasingly larger quantities of cracking and reforming catalysts. The Davison 
Division, pioneer in the manufacture of catalysts in the United States, produces them 
at Cincinnati (below), Baltimore, and Lake Charles, Louisiana, and is planning to build 
new plants at Baltimore and in Canada. 


Naco / Thurston Net Sales 


ISON DIVISION NET 
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Today, 54 percent of Grace's net fined assets 


of research to the continued rapid growth of Davison has created the need for 
larger research facilities for which preliminary plans have been drawn. 


Expansion and Improvements Davison’s 1955 production will be considerably enlarged by two new plants 
which did not reach full capacity operations until the end of 1954—the Bartow | 


triple superphosphate unit and a sulphuric acid plant at Joplin, Missouri, with 
an annual capacity of 70,000 tons. 

Two more will be in the engineering stage in 1955 in anticipation of a 
growing demand for catalysts. A fluid catalyst plant, costing approximately 
$6,100,000, will be built at Valleyfield, Province of Quebec, to serve the growing 
Canadian market. The world’s first fluid catalyst plant at Baltimore will be re- 
placed by a modern plant at a cost of approximately $4,000,000. 


DEWEY and ALMY CHEMICAL COMPANY DIVISION 


Tue acguisition of Dewey and Almy Chemical Company underscored the 
growing diversification of Grace operations in the chemical field. This well- 
established, 35-year-old firm, internationally known as a supplier of chemical 
specialties to industry, operates 14 plants in the United States, Canada, Europe, 
South America, and Australia. Net sales in 1954 were at an all-time peak, 21% 
above 1953. Net income before taxes for 1954 of $6,890,204 compares with 
$3,650,639 for 1953. 


Modern Products From its beginning, Dewey and Almy — approximately 10% of whose em- 
for Modern Markets ployees are research chemists, engineers, and technicians — has pioneered new 
fields and developed new products to serve industries which serve basic human 

needs. In many cases this pioneering has opened new markets for customers. | 

Vacuum packing of coffee and packaging beverages in metal containers are two 

notable examples. Dewey and Almy can sealing compounds protect billions of 

cans of food and beverage from leakage and spoilage. Other compounds seal ‘ 

glass containers and form gaskets on the covers of steel pails and drums. Manu- 

facturers of electronic equipment and automotive parts are now using the Divi- 

sion’s DAREX gasket compounds and application machinery to seal equipment ’ 


Heavy emphasis is placed on 
research in all of Grace’s chem- 
ical operations. Dewey and 
Almy, for example, allocates 
four to five cents of each sales 
dollar to research, In addition, 
Grace works closely with insti- 
tutions and scientific groups in 
the United States, Europe, and 
Latin America. 
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ane at work in the chemical industry. 


against dust, weather, and oil, and to provide a cushion against vibration. Cur- 
rently approaching the production stage are new compounds for bottle crowns 
that show promise as a replacement for the conventional cork disc. 

The cryovac process for food packers is a method of preserving frozen 
and refrigerated foods in transparent, shrinkable plastic packages. CRYOVAG 
plastic bags have become the standard protective package for frozen poultry and 
smoked meats. Their applications are extending rapidly into cheese packaging. 

Since its introduction in 1949 cryovac sales have increased so rapidly that 
present facilities in the two plants which produce this product are currently 
being enlarged and a third plant is being added (in Greenville, S. C.) to serve 
the important southeastern United States market. cryovac manufacturing 
facilities were installed in the Australian plant during the year 1954. 


Dewey and Almy’s products have almost countless applications. Some are 
used in the manufacture of water-base paints, adhesives, fabric finishes, and in 
bonding agents. Several have special applications in the construction field and 
in the manufacture of shoes and leather goods. 


Hand in hand with the new products developed through constant research Research and Engineering 
go the machines that enable customers to take full advantage of them. Dewey and 
Almy maintains engineering and design departments and its own machine and 
fabricating shops for the development of application equipment. For example, 
Dewey and Almy-designed equipment pack, evacuate, seal, and shrink cryovac 
bags at speeds that reduce packing costs; D and A lining machines apply DAREX 
sealing compounds, and D and A ovens bake them in place. 


The Division operates a cannery within its laboratories where it fills, seals, and 
processes over one million tin cans and glass jars each year. For the study of 
cryovac-packaged products, there are frozen and refrigerated food labora- 
tories that are uncovering new and profitable fields for the packer and food retailer. 
Another well-equipped laboratory tests the life cycles of batteries—one out of 
six replacement batteries made in the U. S. are insulated by Dewey and Almy 
DARAK separators. Through this scientific pre-testing of products and processes, 
Dewey and Almy is constantly broadening its markets by helping customers to 
improve quality and standards and cut costs. 


A cheerful sight to housewives is food sealed 
in Dewey and Almy’s CRYOVAC plastic bags. tH 
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Since 1854 the mame Grace has been clasely identified with 


Near the halfway mark of the 19th century, hundreds of sailing vessels entered Peruvian 
waters each year to pick up cargoes of valuable guano, the great natural fertilizer which lay 
on the islands off the desert coast. William Russell Grace towed a supply barge to the islands 
so that ship masters could avoid the time-consuming run into port. Later he began to charter 
ships, to build them on his own account, and to operate them over regular routes on regular 
schedules. The 25 vessels which today comprise the famous SANTA fleet are the inheritors 
of a century-old tradition of expert seamanship under both sail and steam. 


Colombian “mild” coffee is a 
| major cargo carried by Gulf & 
South American Steamship Co., 
owned in equal shares by Grace 
Line and Lykes Bros. Steamship 
Co., Inc. 


During 1954 Grace Line’s SANTA fleet car- 
ried more than two-and-a-half million tons of 
cargo and almost 20,000 passengers. Here a 
diesel locomotive is hoisted from the hold of 
the SANTA MARGARITA. 
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Grace Line again contributed substantially to the net earnings of the Company 
although a jurisdictional longshoremen’s strike of about 30 days duration ad- 
versely affected tonnage and gross revenue and resulted in a decline in net operat- 
ing income. 

Total completed voyages of 275 compare with 263 in 1953 and freight and 
passenger revenues of $65,588,348 compare with $69,177,222 in 1953, a decline 
of 5%. During 1954 Grace Line acquired two C-1 type freight vessels for use in 
its Pacific Coast service to the north coast of Colombia and Venezuela. These 
replace the smaller vessels previously chartered from the Federal Maritime Board. 

Application was made for an operating differential subsidy for this route exten- 
sion and hearings having been successfully concluded, it is hoped that a favorable 
decision will be accorded this application during 1955. 

A two-year contract with a “no strike” clause, concluded with the Interna- if 
tional Longshoremen’s Association on October 1, 1954, is expected to alleviate | 
the unfavorable situation which has existed on the New York waterfront. \ 

The cruise ships, Santa Rosa and Santa Paula, again operated at near- 
capacity during the year. Casual cruises on Grace Line vessels continued to enjoy 
great popularity. 


In keeping with its tradition of progress is Grace Line’s new Pier 57 on Manhattan’s Hudson River. 
Hailed as the “world’s most modern pier”, it was turned over to Grace Line late in 1954 by the Depart- 
ment of Marine and Aviation of the City of New York on long-term lease. “Floated” on caissons, 
the pier’s unique construction provides greatly improved facilities for passengers and cargo handling. 


This steam-driven Fowler plow 
was a symbol of Latin American 
economic progress in 1917 when 
this photo was taken on a Grace 
Peruvian sugar estate. 


GENERAL © Tue rrapirionat Grace pouicy in Latin America has been to expand our activi- 
ties in realistic pace with the growth and development of the economies of the 
nations in this dynamic area of the world, and to maintain the leadership which 
over the past century we have achieved in basic industries in the countries in 
which we operate. Although the results as usual varied from area to area, our 
aggregate earnings equalled the good levels of the preceding year. Our experi- 
ence continues to justify the stepped-up rate at which we have been developing 
our activities and entering new fields in new areas. 

The economic health of Latin America upon which we commented in the 
1953 Annual Report continued in general on the good side. Conditions in Peru, 


The modern equipment and machinery em- 
ployed on Grace plantations today also serve 
as practical symbols of the Company’s faith 
in the great economic potential of the area. 
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developing qreat new enteynise in LLA'T IN 


AMERICA 


Ecuador, and the Central American area were particularly favorable. Declining 
coffee prices affected the dollar exchange position in Brazil and Colombia toward 
the year end. Inflationary difficulties continued to disturb the economies of Chile 
and Bolivia. 

Our diversified commercial activities in Latin America, consisting of sales 
agencies, steamship and airline representation, and a wide variety of export and 
import trade, turned in profits for the year slightly in excess of 1953. As in pre- 
vious years, our Latin American trading operations contributed to the success 
of our export-import businesses in New York, San Francisco, and London. 
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A key part of Grace’s Latin 
American operations is the 
moving of goods in commerce. 
Here in the historic port city 
of Valparaiso, Chile, a Santa 
ship is eased into her dock al- 
most at the doorstep of Grace 
y Cia, (center building). This 
subsidiary serves as distributor 
for products of Grace’s Chilean 
manufacturing enterprises, and 
merchandises and distributes a 
general line of imported and 
locally made products. 


Local labor under lacal management makes 


TEXTILES PRODUCTION 
Includes Cotton, Rayon, and Wool | 
in millions of yards ’ 


Lile 


2 1951 — 826 fee 


1952 — 73.2 fae 


1953 — 81.2 


-20° 


products for lacal consumption, 


W.R. Grace & Co.’s TEXTILE interests, which consist of four cotton mills in Peru, 
one in Colombia, and one woolen and two cotton mills in Chile, showed good 
results and progress during the year. 


Our Peruvian textile enterprises, which are the largest in that country, in- 
creased their production 30% and their net sales by 26% over 1953. Earnings 
remained at 1953 levels largely as the result of heavy expenses incident to a long- 
range improvement program. 

Tejicondor, our majority-owned cotton and rayon mill in Colombia, pro- 
duced net earnings 13% higher than in 1953, exceeding all previous records. 
An 18% increase in woven production was realized. Plans to increase produc- 
tion capacity about 119% have been approved and are expected to be effected by 
the end of 1955. 


In Chile, where Grace’s mills produce about 20% of that country’s cotton 
and rayon blend cloth, production was up, as were local currency profits which 
adverse exchange conditions translated into somewhat lower dollar earnings. A 
considerable amount of new textile machinery will be installed in 1955. 


Most Grace textile mills (left and below) are completely integrated 
—from spinning, through weaving, bleaching, dyeing, finishing, 
sanforizing, and mercerizing, to roller and screen printing. A large 
part of their production is sold through Grace sales agencies. 


plant near Lima. 


Sales volume of the Colombian candy 
and biscuit factory, La Rosa, was 30% 
above the previous year and profits 
were also higher. Quality biscuits, 
candies, and crackers are also manu- 
factured in Peru at the Arturo Field 


TEXTILES 
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Grace's activities continue ta reflec: Latin 


The Cartavio mill and refinery 
are the nerve center of Peru’s 
oldest sugar plantation. Located 
in the Chicama Valley near Tru- 
jillo, Cartavio was acquired by 
Grace in 1884. The hacienda 
consists of 15,000 acres of which 
10,000 are planted in sugarcane. 
A consistent modernization and 
development program has 
increased production so that to- 
day the plantation supports 
over 11,000 people of whom 
almost 3,000 are workers and 
administrative employees. 


SUGAR _ Grace operates two sugar estates in Peru, each with 10,000 acres of cane fields. 
Both estates continued to yield profitable results. Sugar production, which 
reached the same high level as 1953, was sold in the local and world markets. 
Labor relations were excellent and for the second successive year not a single 
day’s production was lost because of work stoppage. Our majority-owned 
Chilean refinery increased its production to 30,302 tons of refined sugar—an 
all-time high. 


During 1954 the National Planning Association of Washington, D. C., pub- 
lished “The Case Study of Casa Grace in Peru.” It declared: 


“Casa Grace is more than just a profitable and varied operation in produc- 
tion and merchandizing in Peru. On its two sugar haciendas, almost 7,000 
workers find steady employment. Another 15,000, members of their families, 
live in the two communities where housing, school and recreational facilities, 
basic food rations, vocational and home economics training, hospitals, medical 
care and treatment, as well as other services, are provided and administered by 
the company. These two thriving communities not only constitute the physical 
means by which a productive field and industrial work force can be made avail- 
able, but also offer the first opportunity for a large proportion of them to 
achieve a tangible participation in the economic growth of their country and 
the environment for their own cultural advancement and, particularly, that of 
their children.” 


170,484 


121,861 


SUGAR PRODUCTION 1951 — 119,893 


(Raw and Refined) 


in Metric Tons Ui ele MEH: 


Includes Chilean 1953 — 169,213 


sugar refinery production 


America's dynamic guauith. 


The completely integrated paper mill at Paramonga is one unit of a constantly expanding Grace-built 
industrial center. Here a roll of Kraft paper is being removed from a 700-foot-per-minute paper machine. 


NEW PRODUCTION RECORDS were established in 1954 by our Peruvian paper PAPER 
mill, which again operated profitably. The new high of 19,255 metric tons will 
soon be exceeded as new machinery which will increase the plant’s capacity by 
one-third is now being installed. Grace’s Paramonga factory produces over 60% 
of all the paper consumed in Peru. 

Construction of a folding carton factory at Lima progressed satisfactorily 
during 1954 and the plant went into operation early this year. In accord with 
Grace policy the business is owned jointly with leading national industrialists. 

At Paramonga Grace was the first to succeed in making paper from sugar 
cane waste fiber (bagasse) on a commercial scale. Recent research has resulted 
in outstanding achievements which may be expected to improve mill perform- 
ance in the near future. 


1951 — 17,138 
1952 — 16,578 
1953 — 17,004 


PAPER PRODUCTION 
Paper and Paper Board 
in Metric Tons 
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The Lima display room of the International Ma- 
chinery Company, a wholly owned subsidiary, 
which continued to maintain its sales volume at 
a high level despite increased European compe- 
tition affecting profit margins on some lines. 
IMACO, as the company is familiarly known 
on the West Coast of South America, acts as 
agent for leading U.S. manufacturers of ma- 
chinery and many other items. 


A majority-owned Grace subsidiary 
operates a cement factory on the 
high plateau of Bolivia near La Paz. 


PAINT PRODUCTION 
in Metric Tons 


Alll years include Argentine paint plant in 7,649 
which majority interest acquired during 1954 


Paint is an increasingly important activity of 
the Grace Organization which owns or holds a 
majority interest in paint plants in Peru, Chile, 
and Argentina, and a substantial minority inter- 
est in a leading paint manufacturing enterprise 
in Colombia. This growing Grace business broke 
all previous production records in 1954. 


1951 — 6,145 
1952 — 5,467 


1953 — 5,425 
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Bringing the Americas een closer tagether— 
a pianccring ainline—“Fanagra. 


For more than a quarter of a cen- 
tury “Panagra” has been a synonym 
for the finest in air transportation. 
Last year was the biggest in the air- 
line’s history and progress contin- 
ues this year as Panagra, the first 
U.S.-flag international carrier to 
order DC-7Bs, expects to intro- 
duce its new radar-equipped fleet 
in July. By September El Inter- 
Americano, Panagra’s daily first- 
class service, will be operated en- 
tirely with DC-7B equipment. 


The World’s Friendliest 


Airline 


Panacra (Pan American-Grace Airways, Inc.), equally owned by W. R. Grace & Co. and 
Pan American World Airways, Inc., again established new records in 1954. Its total revenues 


of $18,717,000 were at an all-time high in the 26 years of the line’s operation. Its revenue 
passenger miles flown were 150,614,000 which represents an increase of 10% over the pre- 
vious record high established in 1953. Panagra’s net operating profits after taxes were 
$1,132,000, the second highest in the history of the airline. 


Maintaining its leadership in air transportation between the United States and Latin 
America, Panagra replaced DC-3s and DC-4s with new pressurized DC-6Bs on secondary 
international routes through Colombia and Ecuador. DC-3 service was also cut back in favor 
of four-engine operation on certain flights in Bolivia and Ecuador. These improved schedules 
add another “first” to Panagra’s long record of pioneering in inter-American aviation. 
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Banking, insurance brakerage, advertising 


GRACE NATIONAL BANK 


Tue YEAR 1954 was one of record earn- 
ings for Grace National Bank of New 
York. Year-end deposits were approxi- 
mately 10% above 1953. Net operating 


: ' on is earnings were $777,672 as compared with 
ge 7) 7 «$694,217 in 1953. 
Vl = . On a per share basis earnings in 1954 


i le WHA 


were $19.44 as compared with $17.36 
for the previous year. 

The activities of the Trust Department 
increased at a greater rate during 1954 
than in any previous year. In addition to 
the very substantial rise in valuations of 
accounts held at the beginning of the year, 
a considerable amount of new business 
was placed on the books. 

Earnings of the Foreign Department 
showed an improvement over the previous 
year. Volume of both export and import 
letters of credit was up, and foreign ex- 
change trading was somewhat more active. 
Correspondent bank relationships were ex- 
panded during 1954 in order to render to 
clients an even more complete and effici- 
ent foreign service with special emphasis 
on Latin America and Europe. 


EARNINGS 
and EXPENSES 


Net Operating Earnings 


Operating Income 


MILLIONS OF DOLLARS 
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“ain po 5 LMT Ee BAe ae ale EOE pM hicks a ee Ee, ee 


Grace has aluays been in GENERAL 
BUSINESS 


FOSTER and KLEISER 
OPERATING 
REVENUES 


U———— Years Ended March 31 ————— Years Ended Dec. 31 
* Nine month period - Apr. 1 to Dec. 31, 1952 


Foster and Kleiser Company, our outdoor advertising subsidiary operating in 
California, Washington, Oregon, and Arizona, had an outstanding year in 
1954. Operating revenues increased 129% and the net profit for the year was 
$1,955,775 as compared with $1,648,232 for the previous year. For the second 
consecutive year, a substantial program of expansion has been carried on. Im- 
provements in branch facilities and modernization of advertising structures were 
accomplished. Research in better methods and facilities for erecting, illumi- 
nating, and servicing structures has continued to prove beneficial. The company 
maintained its position as the second largest outdoor advertising concern in the 
United States. 


Graco, the Company’s farm equipment and motor truck distributing subsidiary 
in California, encountered extremely difficult marketing and competitive con- 
ditions during the year. Net sales were 25% under 1953. The unprofitable 
results of this enterprise are undergoing detailed study. 


Griswold and Company, Incorporated, a general insurance brokerage business in 


which W. R. Grace & Co. has a substantial majority interest, has grown steadily 
since its founding in 1944. New business continues to be added at a healthy rate. 
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ASSETS 


CurRENT ASSETS 


Cash: 


U.S. dollars—unrestricted ~..--_-.--.----------- 


US. dollars deposited with banks in the United States 
as security for loans payable in foreign currencies —- 


BOrelenU CUITCU OES y2- meee aa St a es oe 


U.S. government securities, at lower of cost or market, 
including $1,000,000 deposited as collateral with Grace 
National Bank of New York, an unconsolidated sub- 
sidiary, as required by the Banking Act of 1933 -____ 


Marketable securities, at cost which is approximately 
POATKEE SVAN cee tenee ee  e ee 


Notes and accounts receivable, less reserves of $3,163,464 
(1953 — $3,525,630) — Note 3 _----_-------_-- 


Inventories, at lower of cost or market — Note 4 -____ 
Stores and supplies, at cost or less _-____------------ 
SET CISANC CR ECINGN ea cee lee re lee ee 


TOTAL CURRENT ASSETS --~----------------- 


Special Funds and Deposits — Note 6 ---~------------ 
Notes and Accounts Receivable Due After One Year____~ 


Investments in and Advances to Unconsolidated Subsidiary 
and) Afaliated Companies (20 = on e= ho - teaee 


Miscellaneous Investments, at cost, less reserves of 
$1, 72051711953 — $1,791,388) aoe see = 5 ne 


Land, Buildings, Marine Property, Machinery and Equip- 
ment, at cost, less accumulated depreciation of 
$95,756,112 (1953 — $86,339,425) — Note 7_----_-- 

Other Anseta ooo). 5 eee eee Sea i 


Goodwill, less amortization of $582,855 (1953 — $908,718) 
(See notes to financial statements) 
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W. R. GRACE & CO. 


Consolidated Balance Sheet 


1954 


1953 


$ 32,388,622 


$ 28,098,208 


2,110,000 2,110,000 
5,498,946 3,101,126 

$ 39,997,568 $ 33,309,334 
31,517,484 36,249,681 
2,640,392 4,990,937 
41,727,318 41,914,912 
61,108,648 59,127,980 
7,541,368 6,871,839 
3,002,569 2,988,492 
$187,535,347 $185,453,175 
38,644,391 33,811,912 
708,128 1,090,512 
7,373,822 7,686,624 
6,946,263 6,736,896 
130,776,657 111,034,389 
2,031,817 1,281,286 
1,677,319 1,031,455 
$375,693,744 $348,126,249 


and Subsidiary Companies 


DECEMBER 31, 1954 
(WITH COMPARATIVE FIGURES AT DECEMBER 31, 1953) 


LIABILITIES 


Current Liasinities 
Acceptances under letters of credit, mainly against mer- 
chandise imports into the United States ___________ 
Loans payable in U.S, dollars —._______ 
Loans payable in foreign currencies 
Accounts! pavable tena a een te ee ee 
U.S. and foreign taxes on income — Note 8 ____- 
Extra compensation and other accrued liabilities _ 
Property damage, cargo and injury claims -________- 
Payable to unconsolidated affiliated companies —______ 
Long term debt due within one year — Note 10 


TOTAL CURRENT LIABILITIES —-~__-_-______-_ 
Deferred Credits (principally excess of unterminated voy- 
BRENTEVENNC OVET CKPOTISe rece rn ee 
Deferred U.S. Taxes on Income — Note 9 _______- 
Long Term Notes Payable — Note 10 ----____________ 
Convertible Subordinate Debentures — Note 1] ~-_-___- 
Managers’ Deferred Compensation ___________________ 
Operating Reserves (principally for employee severance 
payments required under foreign social laws) ~~~--~_- 
Equity of Minority Stockholders in Consolidated Subsidi- 
ary Companies rea eae esa en ee oe 


Capital Stock: 
Dewey and Almy Chemical Company 
Common — 897,598 Shares of $1.00 par value 
W. R. Grace & Co.: 
Authorized by charter — $100,000,000 
Issued and outstanding: 
6% cumulative preferred — 40,000 shares of $100 
Parl Wallec sabes tees a ok oe eee 
8% cumulative preferred — Class A— 50,000 
shares of $100 par value _-__-____-_________ 
8% noncumulative preferred — Class B— 40,000 
shares of $100 par value -..----____-__-___- 
Common — 4,119,493 shares of $1.00 par value 
(1953 — 2,769,982 shares without par value), 
per accompanying statement --_--___________ 


Capital Surplus, per accompanying statement —_________ 


Earned Surplus, per accompanying statement — Note 13: 
Sinn ng aneserved meee ener Meee ome oe 
Appropriated surplus 
Woappropriated carplig tot Sn ee 


$ 9,990,432 


$ 8,845,035 


759,113 1,225,740 
10,617,689 10,395,604 
31,548,765 30,016,630 
11,796,254 12,489,664 
4,239,073 3,645,340 
2,404,909 2,762,285 

623,279 458,162 
3,349,622 9,125,125 

$ 75,329,136 $ 71,963,585 
2,417,922 2,420,362 

578,605 190,000 
74,386,798 60,731,395 
8,722,100 3,660,000 
9,476,067 2,528,943 
5,962,632 4,523,948 
12,860,098 29,974,377 

$182,733,358 $175,992,610 
Sore $ 897,598 
4,000,000 4,000,000 
5,000,000 5,000,000 
4,000,000 4,000,000 
4,119,493 27,699,820 


$ 17,119,493 
$ 49,428,581 


$ 41,597,418 
$ 11,643,655 


$ 7,483,604 $ 7,748,885 
43,492,591 41,301,367 
75,436,117* 69,842,314* 

$126,412,312 $118,892,566 

$375,693,744 $348,126,249 


* Parent company unappropriated earned surplus 1954 — $26,506,772; 1953 — $22,591,701. 
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W. R. GRACE & CO. and Subsidiary Companies 


Statement of Consolidated Income 


FOR THE YEAR ENDED DECEMBER 31, 1954 
(WITH COMPARATIVE FIGURES FOR THE YEAR 1953) 


Salesiand: operating sevenues == - 3-0 a 55--- $413,401,905 $330,979,665 


Cost of goods sold and operating expenses — Note 4 ~___ $349,035,829 $280,927,142 
Less: Operating-differential subsidy (after deducting 

provision for recapture of profits of Grace Line Inc. by 

the U.S. Maritime Administration — 1954: $3,500,351 


— 1953: $3,045,639) Notes 5 and 6 _____________-- 6,242,855 4,751,490 
$342,792,974 $276,175,652 
General and administrative expenses ______------------ 26,121,458 21,155,702 
Depreciation — Note 7 ------------- 11,527,351 7,514,765 
Research and development expenses 2,765,868 1,933,140 
$383,207,651 $306,779,259 
$ 30,194,254 $ 24,200,406 
Dividend and interest income ____-____--_--_________ $ 2,759,980 $ 2,997,268 
Profit (net) on sale of properties and securities _______~ 454,522 672,004 
Miscellaneous (net after deducting miscellaneous charges 
of $184,585 in 1954 and $202,312 in 1953) _________ 171,764 282,582 
$ 3,386,266 $ 3,951,854 
$ 33,580,520 $ 28,152,260 
Tnitenest (expense 2c s=n ae ne eee ee $ 4,579,949 $ 2,368,277 
Adjustment (net) of reserves against investments ~~ ~~~ ~~ (13,168) (58,841) 
$ 4,566,781 $ 2,309,436 
$ 29,013,739 $ 25,842,824 
Estimated U. S. and foreign taxes on income — Note 8 __- 11,311,243 10,482,924 
$ 17,702,496 $ 15,359,900 
Income applicable to minority stockholders in consolidated 
subsidiary companies — Note 1 ~-_---------------- 2,120,520 1,440,982 
Income before adjustment for unrealized foreign exchange 
Riley 1) | ae k .eke aes See ees Simla Ha, $ 15,581,976 $ 13,918,918 
Provision for unrealized foreign exchange differential (after 
deducting $383,591 in 1954 and $459,287 in 1953 ap- 
plicable to minority stockholders) _-.--_--_--------- 787,650 1,333,230 
Net sncoiut: for ARE Year 22 coos oe cence nee $ 14,794,326 $ 12,585,688 


(See notes to financial statements) 
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W. R. GRACE & CO. and Subsidiary Companies 


Statement of Consolidated Earned Surplus 


Balance, December 31, 1953: 
W: RR Grape & Op, 
Dewey and Almy Chemical 

Conipany.~ ose tae 


Consolidated net income for 
1954, per accompanying in- 
COMC: StALCIERE 50S a 

Dividends paid in cash by: 

W. R. Grace & Co.: 
6% cumulative preferred 
stock ($6 per share) ~___ 
8% cumulative preferred 
stock — Class A ($8 per 
NTE 9 fee lr 
8% noncumulative preferred 
stock — Class B ($8 per 
rT ofp Hea ate eee ma 
Common stock ($1.75 per 
Cl Be eee Pee 
Dewey and Almy Chemical 
Company (prior to 
merger) : 
Common stock ($.60 per 
WINE) Sane whee 

Surplus reserves no longer re- 
quired = (net) "S222 ee 

Surplus appropriated for foreign 
statutory reserves (net) ~~~ 

Surplus appropriated by Grace 
Dibe The. <tc sae ts 

Equity at December 31, 1953 in 
earned surplus applicable to 
shares then held in companies 
consolidated in 1954 _______ 


Balance, December 31, 1954 — 
Note 14-2225. 


FOR THE YEAR ENDED DECEMBER 31, 1954 


Surplus Appropriated Unappropriated 
Reserves Surplus Surplus Total 


$7,748,885 $41,301,367 $64,700,152 $113,750,404 


5,142,162 5,142,162 
$7,748,885 $41,301,367 $69,842,314 — $118,892,566 


14,794,326 14,794,326 
(240,000) (240,000) 
(400,000) (400,000) 
(320,000) (320,000) 


(5,934,386) (5,934,386) 


(538,913) (538,913) 
(333,567) 333,567 il, 
68,286 (68,286) = 


2,191,224 (2,191,224) — 


158,719 158,719 


$7,483,604 (A) $43,492,591(B) $75,436,117(C) $126,412,312 


(A) With the exception of reserves for contingencies ($2,000,000) these reserves consist principally of amounts 
set aside on the books of subsidiary companies in South America as required by statute. 

(B) Portion of the consolidated surplus of Grace Line Inc., a wholly-owned subsidiary company, which was not 
deemed to be available for the payment of dividends to the parent company at December 31, 1954. It 
relates to certain deposits made by Grace Line Inc. in reserve funds under joint control of that company 
and the U. S. Maritime Administration or to the investment of such deposits in ships. See Note 6 of notes 


to financial statements. 


(c 


subsidiary companies. 


Includes approximately $7,700,000 which has been transferred to capital stock accounts on the books of 


(See notes to financial statements) Lar fi ie 


W. R. GRACE & CO. and Subsidiary Companies 


Statement of Common Stock and Cajntal Surplus 


FOR THE YEAR ENDED DECEMBER 31, 1954 


CAPITAL SURPLUS 


Excess of Equity 
in Net Assets 


COMMON Other of Consolidated 
STOCK Paid-in Companies Acquired 
ISSUED Capital Over Cost Total 
Balance, December 31, 1953: 
WOR: Grace ® iGo: 25 eee oA $27,699,820 $ 2,411,914 $2,427,776 $ 4,839,690 
Dewey and Almy Chemical 
Company =—-2-=2 S254 7,063,298 7,063,298 


Less—Excess of cost of in- 
vestment over par value of 
shares held by W. R. Grace 
& Con ee eee (259,333) (259,333) 


$ 9,215,879 $2,427,776 $11,643,655 


Common stock issued : 
For common stock of Dewey 
and Almy Chemical Com- 
PANY 25 2565 nseeenosse= 897,598 


For common stock of The 
Davison Chemical Corpora- 


Hone Se ee es 4,378,190 9,933,018 (1,244,467 ) 8,688,551 
Upon conversion of subordinate 

Gebentures — 2-20 202-55 16,271 436,751 436,751 
Upon exercise of stock option 280 6,584 6,584 


Change from common stock with- 
out par value (stated value— 
$10.00 per share) to par value 
of $1.00 per share ____-_--_- (28,872,666 ) 28,872,666 28,872,666 


Resulting from acquisition of and 


change of interest in sub- 
SUUAties oooh ae 11,430 11,430 


Expenses relating to the mergers 
with The Davison Chemical 
Corporation and Dewey and 
Almy Chemical Company ~~~ (231,056) (231,056) 


Balance, December 31, 1954 -__ $ 4,119,493 $48,233,842 $1,194,739 $49,428,581 


Nore: 237,800 and 220,015 shares of the Company’s common stock have been reserved for issuance in connec- 
tion with conversion of the Company’s 444% subordinate debentures (See Note 11) and exercise of stock options 
(See Note 12) respectively. 


(See notes to financial statements) 
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Notes to Financial Statements vecener 31, 1954 


[1] PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the accounts 
of W. R. Grace & Co. and all majority-owned domestic and 
foreign subsidiary companies, other than Grace National 
Bank of New York, Grace Staff Corporation and two minor 
foreign subsidiaries. 

The accounts of Grace National Bank of New York, of 
which 79.3% of the outstanding capital stock was owned by 
the Company at December 31, 1954, were not included in 
the consolidation because of the nature of its operations. 

The assets of Grace Staff Corporation (a wholly-owned 
subsidiary) at December 31, 1954 consisted principally of 
133,508 shares of common (held primarily for sale to certain 
officers and employees), 1,868 shares of Class A preferred 
and 2,049 shares of Class B preferred stock of W. R. Grace 
& Co, 

The Davison Chemical Corporation was merged into 
W. R. Grace & Co. on May 13, 1954. Prior to the merger, 
the Company owned 63.5% and 19.6% of this corporation’s 
outstanding common and preferred stocks respectively. 

Dewey and Almy Chemical Company was merged into 
W. R. Grace & Co. on November 1, 1954. The consolidated 
income statement includes the consolidated results of opera- 
tions of this company for the period (ten months ended 
October 31, 1954) prior to the date of merger; comparative 
financial statements for 1953 include Dewey and Almy 
Chemical Company figures for that year. Certain minor for- 
eign companies, formerly subsidiaries of Dewey and Almy 
Chemical Company, have been included in the consolidation 
based on a fiscal year ended November 30. 

In preparing the consolidated financial statements, invest- 
ments in and indebtedness of subsidiaries as well as sales, 
operating revenues and expenses, representing intercompany 
transactions between the companies included in the consoli- 
dation, were eliminated. 

The Company’s equity in the aggregate net earnings of its 
unconsolidated subsidiaries (Grace National Bank of New 
York and Grace Staff Corporation) and fifty-percent owned 
companies (Gulf and South American Steamship Co. Inc. 
and Pan American-Grace Airways, Inc.) for 1954 exceeded 
dividends received from those companies by $1,753,300. The 
total equity ($17,211,100) in the net assets as shown by the 
financial statements of these companies at December 31, 
1954 exceeded the cost of the investments in the companies 
by $11,506,700. 

The income applicable to minority stockholders in consoli- 
dated subsidiaries for the years 1954 and 1953 may be sum- 
marized as follows: 

1954 


Minority share of net income 
before deducting provision 
for unrealized foreign ex- 
change differential .. 

Less—Minority share of pro- 
vision for unrealized foreign 
exchange differential .... 

Minority share in net income 
for the year ... 


1953 


$2,120,520 $1,440,982 


383,591 459,287 


$1,736,929 $ 981,695 


[2] BASIS OF CONVERSION OF FOREIGN 
CURRENCY ACCOUNTS 


The accounts of consolidated foreign subsidiaries and the 
foreign (Peruvian) branch of the Company were converted 
on the following basis: 

Net current assets and operating reserves were converted 
at appropriate year-end rates except that imported stocks 
were valued at approximate acquisition cost in countries 
having free exchange. 

Fixed assets and investments were converted at rates in 
effect at dates the assets were acquired. 

Profit and loss accounts, except depreciation, were con- 
verted at computed exchange rates based on: 
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1—The rates at which profits, to the extent remitted, 
were realized in U.S. dollars. 

2—The rates in effect at the date of reinvestment of 
local currency funds in fixed assets or in capital 
stocks of foreign corporations. 

3—Appropriate year-end rates for converting any re- 
maining profit. 

Depreciation has been charged to income at amounts 
based on the dollar cost of the property, plant and equip- 
ment. 

All realized profits or losses in foreign exchange transac- 
tions have been recognized in the determination of the con- 
solidated net income for the year. In addition, provision has 
been made for the unrealized exchange differential arising 
in conversion of local currencies for purposes of consolida- 
tion. 


[3] NOTES AND ACCOUNTS RECEIVABLE 


Included in this caption at December 31, 1954 is an 
amount of $1,266,438 receivable from the U.S. Maritime Ad- 
ministration for accrued operating-differential subsidy in the 
amount of $6,366,438 reduced by $5,100,000 representing 
an estimate of the amount which is required to be deposited 
in the reserve funds when received. (See Note 6.) 


[4] INVENTORIES AND COST OF GOODS SOLD 


The amounts of the inventories included in the balance 
sheet are summarized by major classes as follows: 


December 31, 
1954 1953 


Raw materials $11,419,119 $11,180,627 
Process and packaging ma- 

terials . 
Goods in process 


Finished goods . 


3,156,860 
6,309,382 
18,651,050 
1,494,190 


3,544,936 
5,666,215 
15,606,119 
ie 1,603,822 
General merchandise and 
produce 

Goods in transit . . 
Advances to suppliers 


10,615,358 
6,782,328 
2,680,361 


$61,108,648 


11,656,158 
7,039,112 
2,830,991 


$59,127,980 


The goods in transit at December 31, 1954 consisted prin- 
cipally of — 
Coffee 
General merchandise . 
Raw materials 


$3,840,000 
1,887,000 
880,000 


Inventories are stated at the lower of cost or market. Mar- 
ket, as applied to raw materials, process and packaging mate- 
rials, and goods in transit, is based on replacement cost; for 
other inventory classifications, market is based on net realiz- 
able value. Due to the diversified nature of the companies’ 
operations, several bases of determining costs are used, in- 
cluding first in-first out, average, and specific cost. At De- 
cember 31, 1954 intercompany profits in inventories were 
eliminated to the extent that it was practicable to determine 
the amount. It is believed that any other intercompany 
profits not so eliminated were not significant, 


[5] OPERATING-DIFFERENTIAL SUBSIDY 


Operating-differential subsidy of $9,743,206 in 1954 
($7,797,129 in 1953) represents amount accrued under the 
terms of the Grace Line Inc. agreement with the U.S. Mari- 
time Administration as provided by the Merchant Marine 
Act of 1936, as amended, corresponding to the excess of 
certain U.S. flag vessel operating costs, including wages and 
subsistence of officers and crew, over similar costs of com- 
petitive foreign flag vessels. 
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[6] SPECIAL FUNDS AND DEPOSITS 


Special funds and deposits at December 31, 1954 comprise 
the following amounts: 
Reserve funds established under the Mer- 
chant Marine Act of 1936, as amended: 
Capital and special reserve funds: 


Cash $ 2,820,009 


Securities .. ++ 28,442,397 
Estimated deposits to be made upoi 
collection of accrued operating- 

differential subsidy (see Note 3).. 5,100,000 

$36,362,406 

Other special and guaranty deposits. ... 2,281,985 

$38,644,391 


The capital and special reserve funds are applicable to 
Grace Line Inc., a wholly-owned subsidiary, and were estab- 
lished as required by the Merchant Marine Act of 1936, as 
amended, This Act and the operating-differential subsidy 
agreement require deposits in prescribed reserve funds of 
(a) the company’s share (50%) of profits in excess of 10% 
of capital necessarily employed in subsidized operations (the 
remaining 50% representing excess profits to be recaptured 
by the Maritime Administration is withheld from subsidy 
payments), (b) amounts equal to depreciation charges, to 
the extent earned, on owned subsidized vessels, and (c) pro- 
ceeds from insurance, indemnities or sale of subsidized 
vessels. 

In the event that earnings in any of the remaining years 
of the current ten-year recapture period (which began Jan- 
uary 1, 1948) fail to reach amounts equivalent to 10% of 
capital necessarily employed, recapture of $12,023,513 ac- 
crued at December 31, 1954 would be reduced by 50% of 
such deficiency with a resulting increase in income; an 
equivalent amount of subsidy previously withheld would 
become collectible from the Administration. 

The reserve funds may be used to purchase, construct or 
reconstruct vessels, to pay the principal of mortgage notes on 
vessels, and under specified conditions may be transferred 
to the general funds of Grace Line Inc. 


[7] PROPERTY, PLANT AND EQUIPMENT 
A summary of property, plant and equipment follows: 


December 31, 
1954 1953 

aA soo catcwlepie aa eae $ 14,848,928 $ 12,849,002 
Buildings’ <siiescpwasies 38,031,071 30,822,357 
Advertising structures .. 9,119,535 8,157,007 
Vessels and marine prop- 

Es eS ease ceceee 46,679,809 45,906,681 
Machinery and equip- 

MENG CCL. ccaveinan 91,252,928 76,798,994 
Projects under construc- 

$5ON’ 0.2/0.6 0-sI0.5\0 av/siese 26,600,498 22,839,773 


$226,. 


$197,373,814 


Depreciation of property, plant and equipment is provided 
in the companies’ accounts generally by use of the straight- 
line method based on the estimated useful lives of the assets. 
Effective January 1, 1954 the Company and certain of its 
domestic subsidiaries have decided to accelerate the depreci- 
ation charges for tax purposes as permitted by the Internal 
Revenue Code of 1954. The resultant reduction in federal 
income taxes payable for 1954 is not material. 

Prior to 1954 a portion of the cost of emergency facilities 
was amortized over a period of 60 months in accordance 
with privileges granted by covering certificates of necessity 
held by The Davison Chemical Corporation and the Thurs- 
ton Chemical Company Division of the Company. This 
policy has been continued for tax purposes in 1954 but de- 
preciation provisions made in the accounts of the Company 
for such emergency facilities are determined by use of the 
straight-line method based on the estimated useful lives of 
the assets. This change in policy resulted in a reduction in 
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the 1954 depreciation provision of $580,750 offset in part by 
a deferred income tax provision of $313,605. 

Certificated emergency facilities operated by Dewey and 
Almy Chemical Company Division continue to be depreciated 
over their useful lives on the straight-line basis, while the 
certified portion has been amortized over a 60 month period 
for tax purposes, with provision for the related tax benefits. 

In view of the variety of properties and the large number 
of depreciation rates, it is not considered practicable to set 
forth the rates used in computing the provisions for depre- 
ciation. However, the resulting average depreciation rates 
for the year 1954 were as follows: 


Land 
Buildings ... Ren 
Advertising structures... . 

Vessels and marine property 
Machinery and equipment.............- 
Automotive equipment and rolling stock.. 12. 
Furniture and fixtures. 550.00 000002000 


[8] U. S. AND FOREIGN TAXES ON INCOME 


Examinations of the U. S, consolidated income tax returns 
of the Company and its includible domestic subsidiaries by 
the Internal Revenue Service have not been completed for 
1946 and subsequent years. In addition, examinations of 
tax returns in many of the foreign countries in which the 
Company and its subsidiary companies do business have not 
been completed for recent years. It is believed, however, 
that any additional assessments that may be levied as a re- 
sult of tax audits now in progress are adequately reserved 
for at December 31, 1954. 

No reserve has been provided for foreign dividend taxes or 
U. S. taxes, if any, which may become payable upon future 
payment of dividends by foreign subsidiary companies in- 
cluded in the consolidation. Such U. S. taxes would be 
reduced by foreign taxes paid or deemed to have been paid 
with respect to such dividends. 

Profits deposited in the reserve funds by Grace Line Inc. 
(See Note 6) are not subject to federal income tax in the 
year earned. Profits withdrawn from the reserve funds and 
paid into general funds are required to be included in tax- 
able income of the year of withdrawal. No provision has 
been made for such taxes since the amounts, if any, are not 
presently determinable. 

The federal income tax returns of The Davison Chemical 
Corporation for the year ended June 30, 1951 and subse- 
quent have not been examined by the Internal Revenue 
Service. A claim has been filed for refund of approximately 
$700,000 of federal income taxes paid for the years 1944 and 
1945, as a result of a loss carry-back arising from a receivable 
that became worthless in 1946, which loss was provided for 
in the accounts of prior years. The claim is not reflected in 
the accounts pending the outcome of a review thereof now 
being made by the Treasury Department. 

Tax audits are now in progress with respect to Dewey and 
Almy Chemical Company for the years ended December 31, 
1951 and 1952. It is believed that any additional assess- 
ments that may be levied for 1951 and subsequent years will 
be Sneries and are adequately reserved for at December 
31, : 


[9] DEFERRED U.S. TAXES ON INCOME 


Certain properties operated by divisions of the Company 
are covered in part by certificates of necessity from the U.S. 
government. For purpose of federal income taxes the certi- 
fied portion of the cost of these facilities is being amortized 
over a five-year period. Normal depreciation on the certified 
portion of these facilities is being charged against earn- 
ings. The excess of the tax amortization over normal de- 
preciation results in temporary tax benefits amounting to 
$388,605 in 1954 and $100,000 in 1953 which have been 
charged against earnings and credited to deferred U.S. taxes 
on income. The amounts so deferred will be taken into earn- 
ings over the remaining useful lives of the facilities com- 
mencing upon expiration of the five year period. 


BS 
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[10] LONG TERM NOTES PAYABLE 


A summary of long term notes outstanding at December 31, 1954 follows: 


W. R. Grace & Co. (Conn.) 


3%% notes payable to insurance companies—due from 1962 to 1982......-......- —_ 


3.95% notes payable to insurance company—maturing May 1, 1967—$1,500,000 


payable annually from 1955 to 1958 and $1,000,000 annually thereafter to 1966. . 
4% notes payable to insurance companies—maturing June 1, 1967 (See Note).... 


342% notes payable to banks—due from 1955 to 1958 


3% purchase money obligations dated November 8, 1951—payable in annual install- 
WICRIC OF Ris eds eec ce nals soci ac aaiat lem ace ee 


4¥2% mortgage loan payable to insurance company—due in 40 equal semi-annual 


installments from 1955 to 1974 ........0eeeeeee eens 


Grace & Co. (Pacific Coast) 


4% notes payable to bank—due from 1955 to 1962 .... 
4¥%% notes payable to insurance company—due from 1963 to 1972 .......0..005 —_ 


Grace Cuemicat Company 


4% notes payable to banks—due in sixteen equal semi-annual installments com- 


mencing April 1, 1955 
Grace Corporation 


42% level payment mortgage notes repayable to insurance company quarterly over 
a period of 22 years commencing November 1, 1955 ($23,250 reduction in princi- 


pal coincident with first installment included in current liabilities).............. 


Grace Line Inc. 


3¥%2% mortgage notes payable to the U.S. Maritime Administration—due from 1955 


to 1965 (payable from special funds and deposits) .. . . 
334% mortgage notes payable to bank due February 28, 1956..................- _ 


Foster AND KLeIseER CoMPANY 


3¥2% notes payable to insurance company — payable in annual installments of 
$75,000 (The balance of the installment payable in 1955—$25,000—has been 


included in current liabilities) 
Bacicaturo Cia. Lrpa. S. A. 


642% mortgage notes payable to the Banco Industrial de la Republica Argentina 
in ten equal semi-annual installments commencing February 28, 1955. Total debt 


at December 31, 1954 Argentine pesos 2,093,397 or $83,735...........0.-+e000- 


Due within Due after 

one year one year 
$35,000,000 
$1,500,000 16,300,000 
—_ 3,206,000 
200,000 600,000 
SIRE ce ea fc an 53,125 212,500 
Boy ocho rar en One 19,000 361,000 
peitiot cide. Pca emer nogle 200,000 1,400,000 
2,000,000 
AAP Aa Remit re a A 1,312,500 9,187,500 
23,250 3,076,750 
Cr cr en eT aye be! 1,901,060 
800,000 
ae twieminin as obsess 25,000 275,000 
16,747 66,988 
$3,349,622 $74,386,798 


Note: These obligations were refinanced on January 17, 1955 into 37% notes (Series B) due from 1962 to 1982. 
* Amount due within one year $73,142 payable from non-current asset and hence not segregated. 


[11] CONVERTIBLE SUBORDINATE DEBENTURES 


4%4% DepentureEs DUE May 1, 1974 
Outstanding December 31, 1954—$4,460,900 


Under the terms of the indenture dated May 1, 1954, 
the Company agrees to pay to the Trustee on or before 
April 30 in each year commencing 1965 as a sinking fund 
for the retirement or redemption of debentures one-tenth 
of the aggregate principal amount of the debentures out- 
standing on May 1, 1964 with certain adjustments as de- 
fined in the indenture. 

Debentures are convertible at the option of the owner 
into the Company’s common stock at any time prior to 
May 1, 1959 at the rate of 1.5 shares for each $50 prin- 
cipal amount of debentures and thereafter to May 1, 1964 
at the rate of 1.35 shares for each $50 principal amount 
of debentures. Debentures will not be convertible after April 
30, 1964. 

Debentures may be redeemed in whole or in part any 
time after May 1, 1955 at a price equal to the principal 
amount thereof plus accrued interest and certain premiums 
as stipulated in the indenture. 


44% Desentures Dur Novemser 1, 1974 
Outstanding December 31, 1954—$4,261,200. 


Under the terms of the indenture dated November 1, 
1954, the Company agrees to pay to the Trustee on or before 
October 31 in each year commencing 1965 as a sinking fund 
for the retirement or redemption of debentures one-tenth 


35° 


of the aggregate principal amount of the debentures out- 
standing on November 1, 1964 with certain adjustments as 
defined in the indenture. 

_ Debentures are convertible at the option of the owner 
into the Company's common stock at any time prior to No- 
vember 1, 1959 at the rate of 2.44 shares for each $100 
principal amount of debentures and thereafter to November 
1, 1964 at the rate of 2.22 shares for each $100 principal 
amount of debentures. Debentures will not be convertible 
after October 31, 1964. 

Debentures may be redeemed in whole or in part any 
time after November 1, 1955 at a price equal to the prin- 
cipal amount thereof plus accrued interest and certain pre- 
miums as stipulated in the indenture. 


[12] STOCK OPTIONS 


On October 20, 1953 the Company granted options to 
certain directors and officers to purchase a total of 155,000 
shares of its common stock. The options may be exercised 
at varying times between April 21, 1955 and December 31, 
1963. The exercise price is $24.75 as against $25.9375, the 
fair market value on the date the options were granted. The 
total values involved are $3,836,250 and $4,020,312 re- 
spectively. 

The Davison Chemical Corporation, which became a 
division of the Company on May 13, 1954, had, at Decem- 
ber 31, 1953, granted options for 24,425 shares of its common 
stock to its officers and executive and managerial employees, 
under an incentive stock option plan adopted in 1952, at 
a price of $34.32 per share as against $36.125, the closing 


market value of the stock the day previous in accordance 
with the terms of the plan. The total values involved were 
$838,266 and $882,353 respectively. Options for 13,500 
shares were exercised during the period from February 25, 
1954 to May 12, 1954. The total amount for which options 
were exercised at the option price of $34.32 per share, was 
$463,320. Market values ranged from 3842 to 455@ per 
share, and the total amount computed at prices ruling on 
the dates the options were exercised was $574,969. The 
difference of $449,820 between the par value of the common 
stock and the option price was credited to capital surplus 
on the books of The Davison Chemical Corporation. 

Under the terms of the merger agreement, the remaining 
option holders are entitled to receive 1.4 shares of the Com- 
pany’s common stock for each share of Davison common 
stock he would have received prior to the merger. Accord- 
ingly, 15,295 shares of Grace common stock were reserved 
for issuance (against options for 10,925 shares of Davison 
common stock not exercised prior to May 13, 1954) at an 
adjusted option price of $24.5143. 

On December 1, 1954, one option for 280 shares was 
exercised. The market value of the stock on that date was 
$41.50 per share or a total of $11,620 for the 280 shares 
as compared to the option price of $24.5143 per share or 
$6,864. The Company accounts for stock options when 
they are exercised and the purchase price is credited to its 
capital accounts. Another option for 280 shares was exer- 
cised in January 1955. 

Dewey and Almy Chemical Company, which became a 
division of the Company on November 1, 1954, had granted 
options for a total of 50,000 shares of its common stocks to 
its employees under a restricted stock option plan. Of this 
total, options for 41,000 shares were granted on December 21, 
1953 at a price of $19.375 per share and options for 9,000 
shares were granted on July 23, 1954 at a price of $34.50 
per share. In each case the option price is the approximate 
market on date the options were granted. The aggregate 
values involved are $794,375 and $310,500 respectively. The 
options are exercisable only after three years from Decem- 
ber 21, 1953 or July 23, 1954 (as may apply), except in 
the event of death or retirement, and are not exercisable 
more than three months after termination of employment 
or more than ten years after the dates the options were 
granted. Under the terms of the merger agreement the 
Company has assumed the obligation to the Dewey and 
Almy option holders in respect to number of shares, option 
price and other related terms. 

In 1953, the Grace Chemical Company granted its presi- 
dent, Mr. William P. Gage, the option of purchasing prior 
to June 30, 1959 up to 2,500 shares of its common steck at 
a price of $100 per share. 


[13] EARNED SURPLUS 


Under the loan agreement with four insurance companies 
the Company is required, among other things, to maintain 
certain minimum amounts of net current assets, as well as 
stipulated ratios of current assets to current liabilities. Also 
certain limitations are imposed on the availability of surplus 
for purposes of dividend payments on the common stock 
(other than stock dividends) and for acquisition or redemp- 
tion of any class of its capital stock. Under the terms of 
this agreement, at December 31, 1954 amounts in excess of 
approximately $8,200,000 of the Company's earned surplus 
and of approximately $19,700,000 of the consolidated earned 
surplus are considered restricted as to payments of divi- 
dends. Under other loan agreements entered into by Grace 
& Co. (Pacific Coast) and Foster and Kleiser Company cer- 
tain limitations are in effect with respect to the availability 
of earned surplus for payment of dividends by those sub- 
sidiaries. 


[14] PENSION AND RETIREMENT PLANS 


The Company and its domestic subsidiaries, The Davison 
Chemical Corporation, and Dewey and Almy Chemical Com- 
pany have each maintained formal plans providing pension 
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benefits at normal retirement age 65. These pension benefits 
are in addition to Federal Old Age and Survivors Insurance 
benefits provided under the Social Security Laws. All plans 
provide for contribution by the employer and, in most cases, 
by the participating employees and the retirement benefits 
vary somewhat depending on age and service requirements. 

The plans for the Dewey and Almy Division and for the 
Davison Division—Grace Chemical Company group provide 
for the inclusion of all employees, whereas the plan for the 
Company (excluding the Dewey and Almy and Davison 
Divisions) and its other domestic subsidiaries provides for the 
inclusion of regular salaried office employees only. The cost for 
1954 to W. R. Grace & Co. and its domestic subsidiaries for 
providing pension benefits was approximately $1,240,000. 
The unfunded balance of the cost calculated according to the 
entry age normal method at December 31, 1954 for the 
Davison Division—Grace Chemical Company group plan is 
actuarially estimated to be $4,500,000. All other plans are 
fully funded. 

Pension benefits are provided for employees of the Latin 
American subsidiaries in accordance with the social laws of 
the various countries. The cost of these plans has not been 
actuarially determined, and it is the present policy of such 
subsidiaries to absorb in current expenses the cost of provid- 
ing such benefits, 


[15] COMMITMENTS AND CONTINGENT 
LIABILITIES 


On January 11, 1954, the United States of America in- 
stituted a civil action against the Company, Pan American 
World Airways, Inc. and Pan American-Grace Airways, Inc., 
alleging violations of the Sherman Act, asking that the 
Company and Pan American World Airways, Inc., each of 
which owns 50% of the stock of Pan American-Grace Air- 
ways, Inc., be ordered to divest themselves of their stock 
holdings, and also seeking an injunction against monopoliza- 
tion or restraint of certain trade and commerce. The com- 
plaint does not seek monetary damages, and the Company 
has denied the material allegations of the complaint. 

A suit has been filed by Lawrence Process Co. Inc. against 
W. R. Grace & Co. (as successor by merger to Dewey and 
Almy Chemical Company) and four other companies alleging 
a combination to monopolize and restrain commerce of welt- 
ings made of plastic materials and seeks triple damages in 
the amount of $1,500,000. The Company has denied the 
material allegations of the complaint against it. 

On February 2, 1955 there was served on Grace Line Inc. 
a complaint filed with the Federal Maritime Board by Banana 
Distributors, Inc. alleging that Grace Line Inc. has unlaw- 
fully discriminated against it by failing to allot refrigerated 
space to it for the carriage of bananas. Complainant re- 
quests that contracts of Grace Line Inc. with certain ship- 
pers of bananas be declared void and that Grace Line Inc. 
allot complainant a certain portion of its refrigerated space. 
It also requests that damages in the amount of $2,340,000. 
together with those accruing to the date of disposition of 
the case, be awarded. Grace Line Inc. will contest the 
validity of the claims made. 

Negotiations have been completed whereby W. R. Grace 
& Co. and Farbwerke Hoechst, A. G. each will own 50% of 
Fongra Produtos Quimicos, S. A. The contract which has 
been negotiated will take the place of the former contracts 
which are no longer in effect. It is anticipated that the Com- 
pany’s total investment will be about $2,000,000. 

Customers’ notes receivable of subsidiary companies 
amounting to $3,095,400 have been discounted and are ex- 
cluded from the consolidated balance sheet. 

Letters of credit in favor of suppliers amounting to ap- 
rat $5,600,000 were outstanding as at December 
31, 1954. 

There are various other claims, commitments and con- 
tingent liabilities arising in the normal course of business, 
but it is believed they do not substantially affect the posi- 
tion L reflected in the financial statements at December 
31,1954. 


Oprnon of 1 ndependent 


Public Accountants 


PRICE WATERHOUSE & Co. 


56 PINE STREET 
NEW YORKS 


April 14, 1955 


To the Stockholders of 


W. R. GRACE & CO. 


In our opinion, the accompanying statements present fairly the financial position 
of W. R. Grace & Co. and its consolidated subsidiary companies at December 31, 1954 
and the results of their operations for the year then ended, in conformity with gen- 
erally accepted accounting principles applied on a basis consistent with that of the pre- 
ceding year. Our examination of such statements was made in accordance with gen- 
erally accepted auditing standards and accordingly included such tests of the ac- 
counting records and such other auditing procedures as we considered necessary in 


the circumstances. 


FIXED ASSETS 


As of Working 
December 31 Capital Gross Net 
1940 $22,631,000 $ 53,439,000 $ 32,532,000 
. . 1941 24,808,000 55,635,000 33,011,000 
A Na lyses of 1942 28,529,000 59,183,000 33,672,000 
1943 33,627,000 56,565,000 30,739,000 
Ba lance 1944 37,932,000 63,230,000 37,404,000 
1945 45,608,000 62,099,000 34,288,000 
Sheet 1946 53,324,000 77,594,000 46,640,000 
/ 1947 59,311,000 85,079,000 50,636,000 
* 1948 59,024,000 92,187,000 51,265,000 
Items 1949 65,865,000 95,041,000 49,740,000 
1950 $ 77,239,670 $104,526,993 $ 53,473,460 
1940/1954 1951 87,977,896 119,748,092 60,963,345 
1952 92,616,947 133,922,992 67,954,494 
1953 113,489,590 197,373,814 111,034,389 
1954 112,206,211 226,532,769 130,776,657 
Earnings Before 
Net Sales Depreciation 
and Operating and U.S. and 
Year Revenues Foreign Taxes (c) Depreciation 
1940 me _ $ -9,204,000 $ 2,120,000 
1941 onl 13,736,000 2,286,000 
: : 1942 = 15,580,000 2,631,000 
A nalysis of 1943 ~ 14,915,000 2,776,000 
1944 = 16,821,000 2,918,000 
7 1945 = 19,517,000 3,256,000 
Income 1946 & 22,033,000 3,305,000 
Y 1947 ° 32,408,000 4,348,000 
State ment 1948 z 28,565,000 4,945,000 
- 1949 26,989,000 4,786,000 
Items 1950 $222,118,632 $25,459,880 $ 5,277,985 
1951 294,425,309 26,293,268 5,981,236 
1940/1954 1952 315,588,425 20,102,840 6,407,482 
1953 330,979,665 30,583,377 7,514,765 
1954 413,401,905 37,632,920 11,527,351 


* 1950/1954 independently audited and revised to include Dewey and Almy Chemical 
Company and its subsidiaries as if the merger had been effective January 1, 1950. 
1940/1949 not independently audited nor adjusted for Dewey and Almy Chemical 
Company and its subsidiaries. 


Special Funds Long Term Minority Preferred 
and Deposits Debt Interest Stock Common Stock Surplus 
$ 7,084,000 $ 9,367,000 $ 2,425,000 $13,000,000 $12,000,000 $ 28,559,000 
13,195,000 9,281,000 2,619,000 13,000,000 12,000,000 34,497,000 
9,674,000 10,783,000 3,294,000 13,000,000 12,000,000 39,703,000 
8,368,000 8,483,000 3,775,000 13,000,000 12,000,000 45,549,000 
15,711,000 6,129,000 4,086,000 13,000,000 12,000,000 57,846,000 
14,979,000 3,274,000 4,548,000 13,000,000 12,000,000 65,261,000 
6,551,000 4,796,000 4,833,000 13,000,000 12,000,000 74,276,000 
10,585,000 7,550,000 5,463,000 13,000,000 12,000,000 87,494,000 
14,524,000 5,597,000 4,514,000 13,000,000 12,000,000 97,110,000 
18,341,000 4,156,000 4,883,000 13,000,000 12,000,000 108,129,000 
$21,612,071 $ 9,503,045 $ 5,179,257 $13,000,000 $14,613,708 $117,702,715 
24,256,579 7,193,141 11,168,698 13,000,000 27,398,866 115,255,013 (a) 
28,803,064 30,539,824 12,691,993 13,000,000 27,102,757 120,104,050 
33,811,912 64,391,395 29,974,377 13,000,000 28,597,418 130,536,221 
38,644,391 83,108,898 12,860,098 13,000,000 4,119,493 175,840,893 (b) 


Net Earnings After Equity in Earnings Total Net Earnings After 
U.S.and Preferred Dividends(c) over Dividends from Preferred Dividends (b) 
Foreign Net Earnings OO peR-—-Non-Consolidated PER 
Income Taxes (c) TOTAL SHARE Subsidiaries (d) TOTAL SHARE 
$ 1,859,000 $ 5,225,000 $ 4,265,000 $1.63 $ 290,000 $ 4,555,000 $1.75 
2,425,000 9,025,000 8,065,000 3.09 377,000 8,442,000 $325 
5,560,000 7,389,000 6,429,000 2.46 527,000 6,956,000 2.67 
3,196,000 8,943,000 7,983,000 3.06 264,000 8,247,000 3.16 
4,072,000 9,831,000 8,871,000 3.40 371,000 9,242,000 3.54 
4,631,000 11,630,000 10,670,000 4.09 546,000 11,216,000 4.30 
5,656,000 13,072,000 12,112,000 4.64 134,000 12,246,000 4.69 
9,962,000 18,098,000 17,138,000 6.57 (407,000) 16,731,000 6.41 
7,070,000 16,550,000 15,590,000 5.97 465,000 16,055,000 6.15 
6,552,000 15,651,000 14,691,000 5.63 305,000 14,996,000 ato 
$ 7,708,969 $12,472,926 $11,512,926 $3.54 $ 632,923 $12,145,849 $3.74 
10,424,462 9,887,570 8,927,570 2.53 956,556 9,884,126 2.80 
5,155,546 (e) 8,539,812 7,579,812 2.16 530,618 8,110,430 2.1 
10,482,924 12,585,688 11,625,688 3.27 858,602 12,484,290 3.51 
11,311,243 14,794,326 13,834,326 3.50 1,753,275 15,587,601 3.95 


(a) $14,100,000 transferred to Common Stock account in 1951. 
(b) Common Stock changed to stock of $1.00 par value from stock without nominal or par value. $28,872,666 


credited to Capital Surplus. 


(c) 1940 results exclude $2,749,000 profit on sale of vessels. 1944 results exclude $5,885,000 excess of recovery 
over book value of three vessels lost through enemy action. 
(d) Adjusted for the Civil Aeronautics Board’s order of October 14, 1952 fixing final mail pay rates for Pan 
American-Grace Airways, Inc. for the years 1947 through 1951. 
(e) Includes estimated recovery of prior Federal Taxes of $633,000 under carry-back provisions. 


Grace Is a Manufacturer 


OF CHEMICAL 


Adhesives 

Ammonia 

Ammonium Sulphate 

Battery Separators 

Carbon Dioxide 

Catalysts—Petroleum Cracking 
and Reforming 

Catalysts—Specialty 

Coating Compounds 

Construction Specialties 

CRYOVAC Packaging Materials 


PRODUCTS 


Hydrofluosilicie Acid 

Hydrogen 

Insecticides 

Meteorological Balloons 

Mixed Fertilizers 

Nitrogen 

Phosphate Rock 

Phosphoric Acid 

Plasticizers 

Plastic Polymers and Related 
Organic Chemicals 


Silica Gels and Fine Silicas 
Silicofluorides 

Simulated Leather Products 
Soda Lime 

Sodium Silicate 

Soldering Fluxes 
Sulphuric Acid 
Superphosphates 

Synthetic Rubbers 

Textile Printing Blankets 
Triple Superphosphate 


Dispersing Agents Sealing Compounds—Container Urea 
and Industrial 
Where they are made... 
CALIFORNIA LOUISIANA NEW YORK SOUTH CAROLINA 
San Leandro Gretna (New Orleans) Lockport Charleston 
FLORIDA Lake Charles Spartanburg 
Bartow MARYLAND NORTE CAROLINE ‘TENNESSEE 
Ft. Pierce Baltimore Wilmington Memphis 
Jacksonville MASSACHUSETTS OHIO Nashville 
ILLINOIS eee Alliance FOREIGN 
Chicago Cambridge Cincinnati Buenos Aires, Argentina 
INDIANA MICHIGAN — prea ns 
zs! any. Lansing Melbourne, Australia 
IOWA MISSOURI OKLAHOMA Montreal, Canada 
Cedar Rapids Atlas (Joplin) Tulsa Naples, Italy 
Perry Trenton Sao Paulo, Brazil 
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AND VARIED PRODUCTS in Latin America 


BUILDING MATERIALS 
CEMENT 


CHEMICALS 
Alcohol 
Caustic Soda 
Chlorine 
Hydrochloric Acid 


FOOD 
Biscuits PA 
Candy 


Chocolate 

Cocoa (Processing) 
Coffee (Processing) 
Crackers 

Edible Oils 

Flour 
Oleomargarine 


LINSEED OIL 


INT PRODUCTS 
Enamels 


Where they are made... 


ARGENTINA CHILE 
Buenos Aires Concepcién 
Santiago 
BOLIVIA Vifia del Mar 
Cochabamba COLOMBIA 
La Paz Barranquilla 
Viacha Chinchina 


nines 
use 


Paints 
Varnishes 


PAPER PRODUCTS 
Bags 
Building Board 
Corrugated Containers 
Folding Cartons 
Paper 
Paper Board 


Girardot 

La Virginia 
Medellin 
Pereira 
Sevilla 


ECUADOR 
Guayaquil 


SUGAR 
Cattle Feed 
Molasses 
Raw Sugar 
Refined Sugar 
Rum 
TEXTILES 
Cotton 
Rayon 
Synthetic Blends 
Wool 


GUATEMALA 
Coatepeque 


PERU 
Arequipa 
Cartavio 
Lima 
Paramonga 


GRATE 


